University of New Mexico

UNM Digital Repository
SourceMex

Latin America Digital Beat (LADB)

10-5-1994

GTE, Mexican Partners to Bid for Long-Distance
Telephone Concession
LADB Staff

Follow this and additional works at: https://digitalrepository.unm.edu/sourcemex
Recommended Citation
LADB Staff. "GTE, Mexican Partners to Bid for Long-Distance Telephone Concession." (1994). https://digitalrepository.unm.edu/
sourcemex/3313

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in SourceMex by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 56484
ISSN: 1054-8890

GTE, Mexican Partners to Bid for Long-Distance Telephone
Concession
by LADB Staff
Category/Department: Mexico
Published: 1994-10-05
US telephone company giant GTE Corporation announced the formation of a partnership with
Valores Industriales SA (Grupo Visa) and Grupo Financiero Bancomer to bid for long-distance
telephone concessions that are now under review by the government. Concessions will be
announced in the next several weeks even though they will not become effective until Jan. 1, 1997.
The early announcements will allow the successful bidders to immediately begin laying down
infrastructure and making other preparations to operate in the long-distance market, in which
Telefonos de Mexico (Telmex) currently holds a monopoly.
Under the GTE-Visa-Bancomer agreement, the US company would own 49% of the joint venture,
while the two other partners will hold the other 51%. GTE the largest local telephone company in
the US would provide technical expertise, product development, and capital, while the Mexican
partners would contribute both capital and marketing knowledge. The Mexican investors are led by
Monterrey businessman Eugenio Garza Laguera. Grupo Visa is the holding company that controls
Mexico's largest Coca-Cola franchise and brewing company Grupo FEMSA, while Grupo Bancomer
is Mexico's second-largest financial group.
The GTE-Visa-Bancomer alliance is the third partnership formed between US and Mexican
companies to challenge Telefonos de Mexico (Telmex) when the long-distance market is opened to
competition. The first joint ventures formed to bid for concessions in the long-distance market was
between Bell Atlantic Corporation and Mexico's cellular telephone company Iusacell.
Earlier this year, MCI Communications Corporation allied itself with Grupo Financiero BanamexAccival (see SourceMex, 02/02/94). According to a government estimate, the opening of the
telecommunications market is expected to attract about US$30 billion in foreign investment during
the next presidential administration, which runs through the year 2000. In a recent press conference,
officials from the Communications and Transportation Secretariat (Secretaria de Comunicaciones y
Transporte, SCT) said the announcement on concessions for long-distance is expected by the end of
October.
Meantime, a special commission composed of representatives of virtually all cabinet secretariats, the
Banco de Mexico, and other agencies has been meeting since August to study all the implications of
the opening of the long-distance telephone market. "We did not want to make hasty decisions," SCT
head Emilio Gamboa Patron told La Jornada daily newspaper. "We wanted to cover all bases and
clarify all points to ensure that the next administration is not left with ambiguous matters that could
later pose a problem."
Among the decisions reached by the commission thus far is a scheme of limited competition, rather
than a full opening of the market. In other words, rather than provide the choice of several long©2011 The University of New Mexico,
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All rights reserved.
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distance carriers to Mexican consumers (which is currently the case in the US), each successful
bidder will be assigned a city or region to provide service. Consumers will be given the opportunity
to purchase equipment either from Telmex or from department stores, which will carry units
compatible with the different long-distance carriers. According to Gamboa, the government will
generally allow supply and demand to dictate rates, although the government will regulate the longdistance market to ensure reasonable costs and high quality service.
In addition, the successful bidders will be required to introduce the latest telecommunications
technology into the Mexican market and provide long-distance service to rural areas. Gamboa cited
four benefits of the opening of the long- distance market: 1) a larger number of Mexicans will gain
access to telephone service; 2) rates will drop for both local and long-distance service; 3) quality of
service will improve tremendously; and 4) the concessions will open the door to the introduction of
new technologies. He suggested that once the market is open to competition, long-distance rates in
Mexico would be comparable to those in the US.
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